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APPROVAL AND CERTIFICATION 


i am responsible for the preparation of these annual financial statements, which are set 
out on pages 1 to 31, in terms of Section 126(1) of the Municipal Finance Management Act 
and which ! have signed on behalf of the Municipality. 

i certify that the salaries, allowances and benefits of Councillors as disclosed in note 16 of 
these annual financial statements are within the upper limits of the framework envisaged 
in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers 
Act and the Minister of Provincial and Local Government's determination in accordance 
with this Act. 
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FOR THE YEAR ENDED 30 JUNE 
PROVINCE : 

AFS ROUNDINGS: 


2010 

LIMPOPO 

R'OOO (ie. to the nearest R100,000) 


Contact Information: 


Name of Municipal Manager: NETSHANZHE TG 


Name of Chief Financial Officer: 

TSHIKUNDAMALEMA VJ 

Contact telephone number: 

015 967 9600 

Contact e-mail address: 

TshikundamalemavrSmutale.eov.za 


Name of relevant Auditor: 


Contact telephone number: 


Contact e-mail address: 



Tshivule MM 

Contact telephone number: 

834452089 

Contact e-mail address: 

Tshivulemmfffitreasurv.limooDO.EOv.za 


Auditor General South Africa 


Name of contact at National 
Treasury: 

Nekhavhambe Obrey 

Contact telephone number: 

123523836 

Contact e-mail address: 

Obrev.nekhavhambefStreasurv.Eov.za 
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GENERAL INFORMATION 
MEMBERS OF THE COUNCIL 

MANYUHAML Mayor 

MAMEDZI AM Speaker 


MULAUDZI NA Members of the Executive Committee 

NEKHUNGUNI PD 
MUDZIELWANA H 

NEPHALl HN Member 

MUNYAI TM 

RAM BU DA AS 

MUNYALiWA MR 

NETSHIDONGOLOLWE 

NETSHIMBON! NA 

T5HINAVHENP 

MAFINYASA 

MASHULANJ 

RASELABETA 

MUTELE NS 

MADUMITS 

LIEBA NA 

SEKHWAMA CV 

MAISHACE 

KHAKHU MD 

KHUNWANA 





TSHIKUNDAMALEMA VJ 

Chief Financial Officer 

LOW 

Grading of Local Authority 

AUDITOR GENERAL 

Auditors 

FIRST NATIONAL BANK 

Bankers 

Mctale Municipality 

Registered Office 

New Municipal Building 

Private hag 1254 

Mutale 

0956 

Physical address 

New Municipal Building 

Postal address 

Private bag 1254 

Mutale 

0956 


015 967 9608 

Telephone 

t5hikundamalemav@)mutate.gov.za 

E-mail address 
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IViUTALE LOCAL MUNfCIPALITY 

STATEMENT OF FINANCIAL POSITION 

30 JUNE 2010 

Note 

ASSETS 

Current assets 

Cash and cash equivalents 2 

2010 

R‘000 

114,657 

2009 

R'OOO 

18,944 

Trade and other receivables from exchange transactions 

3 

2,341,569 

911,436 

Other receivables from non-exchange transactions 

4 

368,706 

502,240 

Inventories 

5 

806,153 

1,122,561 

VAT receivable 

9 

4,547,467 

3,352,858 

Non-current assets 

Property, plant and equipment 

6 

51,014,998 

43,734,722 

Total assets 


59,193,550 

49,642,761 

LIABILITIES 

Current liabilities 

Trade and other payables from exchange transactions 

7 

23,224,037 

20,479,981 

Consumer deposits 

8 

397,988 

327,862 

Bank overdraft 

2 


86,181 

Current portion of unspent conditional grants and receipts 

10 

7,645,217 

11,665,416 

Current portion of borrowings 

11 

257,334 

394,432 

Current portion of finance lease liability 

12 

191,842 

141,429 

Non-current liabilities 

Non-current borrowings 

10 

1,677,704 

1,939,580 

Non-current finance lease liability 

11 

443,047 

622,632 

Total liabilities 


33,837,168 

35,657,512 

Net assets 


25,356,382 

13,985,249 

NET ASSETS 

Reserves 


- 

- 

Accumulated surplus/ (deficit) 


25,356,382 

13,985,249 

Total net assets 



25,356,382 

13,985,249 
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MUTALE LOCAL MUNICIPALITY 



STATEMENT OF FINANCIAL PERFORMANCE 





30 June 2010 








2010 

2009 




Note 

R‘000 

R’OOO 

Revenue 






Property rates 



12 

763,922 

789,018 

Service charges 



13 

6,487,911 

936,130 

Renta! of facilities and equipment 



14 

70,323 

33,605 

interest earned - external investments 



15 

94,041 

384,030 

interest earned - outstanding receivables 



16 

87,489 

20,638 

Fines 




262,170 

358,995 

Licences and permits 




2,558,289 

1,985,763 

Government grants and subsidies 



18 

54,455,873 

60,559,631 

Other income 



19 

1,745,938 

347,095 

Total revenue 



— 

66,525,957 

65,414,905 

Expenses 






Employee related costs 



19 

35,811,530 

33,383,121 

Remuneration of councillors 



20 

4,689,900 

4,458,480 

Bad debts 





4,443,479 

Depreciation and amortisation expense 



21 

2,664,751 

2,607,383 

Repairs and maintenance 




2,084,914 

6,494,782 

Finance costs 



22 

523,024 

465,158 

Bulk purchases 



23 

199,032 

6,030 

General expenses 



24 

8,024,519 

11,317,252 

Total expenses 




53,997,670 

63,175,684 

Gain / (loss) on sale of assets 



25 

(545,424) 


(Impairment loss) / Reversal of impairment loss 



(561,598) 


Surplus for the period 



= 

11,421,265 

2,239,220 


MUTALE LOCAL MUNICIPALITV 
STATEMENT OF CHANGES IN NET ASSETS 

30 JUNE 2010 

Accumulated 

Total: Net Assets 


SurpIus/(Deficit) 
Note R'OOO 

R'OOO 

Balance at 30 June 2008 

23,803,249 

23,803,249 

Changes in accounting policy 


' 

Correction of prior period error 

(12,057,220) 

(12,057,220) 

Restated balance 

11,746,029 

11,746,029 

Surplus / (deficit) on revaluation of property of property, plant and equipment 


- 

Other items 


- 

Other items 


- 

Net gains and losses not recognised in the statement of financial performance 


- 

Transfers to / from accumulated surplus/{deficit) 


- 

Surplus / (deficit) for the period 

2,239,220 

2,239,220 

Balance at 30 June 2009 

13,985,249 

13,985,249 

Surplus / (deficit) on revaluation of property of property, plant and equipment 


- 

Correction of error 

(50,132) 

(50,132) 

Other items 


- 

Net gains and losses not recognised in the statement of financial performance 


- 

Transfers to / from accumulated surplus/(deficit) 



Surplus / (deficit) for the period 

11,421,265 

11,421,265 

Balance at 30 June 2010 

25,356,382 

25,356,382 






MUTALE LOCAL MUNICIPALITY 


CASH FLOW STATEMENT 



30 JUNE 2010 



Note 

2010 

2009 


R'OOO 

R‘000 

CASH FLOWS FROM OPERATING ACTIVITIES 



Receipts 

66,661,778 

66,471,720 

Taxation 



Sales of goods and services 

10,860,689 

4,045,940 

Grants 

54,455,873 

60,559,631 

interest received 

181,530 

404,667 

Other receipts 



Other adjustments 

1,163,686 

1,461,483 

Payments 

(54,899,688) 

(46,247,830) 

Employee costs 

(40,501,430) 

(37,841,601) 

Suppliers 

(10,831,490) 

(17,818,064) 

Interest paid 

(523,024) 

(465,158) 

Other payments 

(3,043,745) 

9,876,992 

Net cash flows from operating activities 

11,762,089 

20,223,890 

CASH FLOWS FROM INVESTING ACTIVITIES 



Purchase of fixed assets 

(11,404,017) 

(23,692,133) 

Proceeds from sale of fixed assets 

351,968 


Proceeds from sale of investments 



Purchase of foreign currency securities 



Net cash flows from investing activities 

(11,052,049) 

(23,692,133) 

CASH FLOWS FROM FINANCING ACTIVITIES 



Proceeds from borrowings 



Repayment of borrowings 

(398,974) 

(526,424) 

Proceeds from finance lease liability 



Repayment of finance lease liability 

(129,172) 

(100,306) 

Net cash flows from financing activities 

(528,147) 

(626,730) 

Net Increase / (decrease) In net cash and cash equivalents 

181,894 

4,094,974 

Net cash and cash equivalents at beginning of period 

(67.237) 

4,027,737 

Net cash and cash equivalents at end of period 27 

114,657 

(67,237) 
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MliTAU lOCAl MUNiaPMiTY 
SUMMARY OF SIGNtFICANT ACCOUmiNG POIIQES 
2010 


1 BASIS OF ACCOUNTING 

1.1 BASIS OF PneSENTATION 

The snnust financial statements have been prepared on an accrual basb cf accounting and are in accordance 
with historical cost conventiort unless specified otherwise. 

Tlicsc annual financial statements have been prepared in accordance vridt GeneraHy Recognised Accounting 
Practice {CHAP), issued by the Accourtling Standards Board in accordance with Section 122(3} of the Municipal 
Finance Management Acl. (Act No SB of 2003). 


The principal accounting policies adopted in the preparation ofdsesc annual finanual statements arc set out 
below. 

Assets, liabilities, revenues and expertses have not been offset except when offsetting is required or pcrmiRcd by 
a Standard of GRAP. 

The accounting policies applied arc consistcist with those used to present the previous year's financial 
statements, unless explicitly stated. The details of any changes In accounting policies arc explained In the 
relevant policy. 

1.2 PRESENTATION CURRENTY 

These annual financial statements are presented ir> South African Rand, which is the functional currency of the 
municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annua! financial statements have been prepared on the assumption that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

l.rt COMPARATIVE INFORMATION 

Budget Information In accordance with GRAP 1 and 2A, has been provided in an annexure E to these financial 
statement: and forms part of the audited annual financial siaiemcnis. 

When the presentation or classification of items in the annual financial siatemcnu is amended, prior period 
comparative amounts are restated. The rurture and reason for the reclassifieatien is disclosed. Where accounting 
errors have been identified in the current year, the correction is made icirospcetivclyas far as is practicable, and 
the prior year comparatives are restated accerdingiy. Where there has been a change in accounting policy in the 
current year, tiie adjustment It made reirospcciivclv as far as is practicable, and the prior year comparatives arc 
restated accerdingiy. 
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PnOP'RTY, PLANT AND EQUIPMENT 

2,1 INITIAL HECOGNITION 

Property, plant and equipment arc tangible nQn<urrcnt assets (including inftastruclure assets} that arc held for 
use in the production or supply oF goods orserwees, rental to others, or for administratwe purposes, and arc 
expected to be used during more thart one year. Items of property, plant and equipment are usitiaBy recognised 
as assets on acquisition dale and arc initially recorded at cost. The cost of an Item of property, plant and 

eouipmeni is the purchase pKce and other costs attributable to brutg the asset to the location and condition 

necessary for it to be capable oF operating in the manner intended by the munic^aiity. Trade discounts and 
rebates arc deducted in arrivingat the cost. The cost also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 


When significant components of an item o( property, plan and equipment have different useful lives, they are 
accounted for as separate items (majorcomponents) of property, plant and equiprssent. 


VJhere an asset is acquired by the muniapalitylor no or nominal considerab'on (i.e. a non-e»change transaction}, 
the cost is deemed to be equal to the fairvalueofthat asset on the date acquired. 


Where an item of property, plant and equipment is acquired in exchange for anon-monetary asset or monetary 

assets, or a combination oi monetary and non-monetary asseu, the asset acquired is initially measured at fair 
value (the cost). If the acquired item's fair value was not determinable. It's deemed cost is the carrying amount of 
the atsct{s) given jp. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the munlcipaiity 
expects to use them during more than one period. Slmtlariy, if the major spare parts and servicing equipment 
can be used only In connection with an item of property, plartt and equipment, they are accounted for as 
property, plant and equipment. 

2.2 SUBSEQUENT MEASUREMENT • 

REVALUATION MODEL (LAND AND 
BUILDINSS) 

Subsequent to initial recognition, land and buildings arc carried at a revalued amount, being its fair value at the 
date of ravalutaion less any subsequertt accumulated depreciation and impairment losses. 


An increase in the carrying amount ofan asset as a result of a fcvalutation is credited directly to a revaluation 
surplus raserve, except to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

A deercaso in the carrying amount of an asset as a result of a revaluation is recognised in surplus or deficit, 
except to the extent of any credit balance existing in the revaluation surplus In respect of that asset. 
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’.3 SUBEQUENTMEASUREMENT-COST 
MODEL 

SubsBque/il to ioiliol iE:o£niiion. items cf ptoperty, plant and cquipnie't are measured at cast less accumulated 
depreciation artd impairment losses, land is not depredated as it is deemed to have an mdefinite useful life. 


Witcrc the municipality replaces parts cl an asset, it derecognises the part of the asset being replaced and 
capitalises the new component, Subsequent expenditure incurred on an asset is capitalbed when it increases 
the capacip/or luturc economic benefits associated udth the asset. 


2.4 DEPREDATION AND IMPAIRMENT 

Depreciation is calculated on the depreciable amount, using the siraight-Cne method over the estimated useful 
lives oftho assets. Components ol assets that ate significant in relation to Uiev/hole asset and that have difforoni 
useful lives arc depreciated separately. The annual deptcciaUon rates are based on the foDowtng estimated 
average asset lives: 


Infrastructure 


Other 


Roads and Paving 

3D 

Other vehicles 

S 

Electricity 

2D 

Office equipment 

s 

Water 

20 

Furniture and fittings 

7 



Bins and containers 

S 



Emergency equipment 

5 



Computer equ^ment 

5 

Community 


plant and equipment 

to 

Recreational Facilities 

30 



Security 

3 




Heritage assets 


Finance tease assets 

Office equipment S 


T!<c residual value, the usofv! life ol an asset and the depreciation method Is reviewed annually and any changes 
are recognised as a change In accounting estimate in the Statement of Financial Performance. 


The municipality tests for Impairment where there is an Indication that an asset may be impaired. An assessment 
of whether there is an indication of possible Impairment is done at each reporting date. Where the carrying 
ameunt of an item of property, plant and equipment Is greater than the estimated recoverable amount (or 
recoverable service amount), it Is v/ritten dovrn immediately to its recoverable amount (or recoverable service 
amount) and an impairment loss is charged to the Statement of Financial Performance. 
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:.5 DERECOGNITION 

items of Fropcr.Y. plant and equipment sie derecognised when the asset is disposed of or when there arc no 
further economic benefits or service potential expected from the use of the asset. The gain or toss arising on the 

disposal or retiremenlof an item of property, plant and equipment is determined as the difference betvjcen the 

sales proceeds and the carryinE ualue and is recognised in the Statement of Financial Performance. 


3 INTANGIBLE ASSETS 


3.1 INITIAL RECOGNITION 

An intanEibte asset is an identifiable non-monctary asset without physical substance- Examples include computer 
software, licences, and development costs. ThemuniupaTity recognises an intangible asset in its Statemerttof 
Financial Position only when it is probable that the expected future economic benerru or service potential that 
arc attributable to the asset will flow to the municipality and ttiocoslor fair value of Utc asset can be measured 
reliably. 


Internally cencrated intanEiblc assets are subject to strfct recognition criteria befisre they arecapitlised. Research 
expenditure is never capitalised, while development expenditure is only capitalised to the extent that 

• the municipality intends to complete the intangible asset for use or sale: 

• It is lechnicaily feasible to complete the intangible asset: 

• the municipality liasthc resources to complete the project: and 

• it is probable that the munieipaliiy will receive future economic benefits or service potential. 


intanjihlc assets arc initiaiiy rccogmscd at cost. 

Whore an intangible asset is acquired by the municIpaUiy for no or nominal consideratlen (i.e. a non-cxthange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 


Witere an Intangible asset is acquired in exchange for a non-monctary asset or monetary assets, or a 
eomblnatlon of monetary and nen-monctery assets, the asset acquired is initially measured at fair value (the 
east). If the acquired Item's fair value was not determinable, it's deemed cost is the carrying amount of the 
assetls) given up. 


3,2 SUOEQUENTMEASUnEMENT-COST 
MODEL 

Iniangihlfl assets are subsequently carried at cost less accumulated amoritisaiion and impairments. The cost of 
an inlangiblo asset is amortised over the useful life where that osefui life is finite. Where the useful life is 
Indefinite, the asset is not amortised hut is subjeet to an annual impairment lest. 


3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible asscu over their estimated useful 
lives using the straight line method. The annual amortisation rates are based on the following estimated averege 
asset lives: 


Computer software 

The amortisation period and the amortisatiors method for an intangible asset with a finite useful life art revievred 

at each reporting date and any changes arc recognised as a change Irsaeounting estimate In the Statement of 

Financial Performance. 

The municipality tests intangible assets with finite useful lives for impairment where there is an indication that an 
asset may be impaired. An asscssmcnl of whether there is an indication of possible impairment is done at each 
reporting date. Where the carrying amount of an item of an intang^lc asset is greater than U*c estimated 
recoverable amount (or tecoverabie service amount), it is written down immediately to its recoverable amount 
{or recoverable service amount) and an impairment loss is charged to the Statement of Financial Performance. 
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3.i DERECOGNITION 

Iniancitlc assets arc duracognisedwheti the asset ii disposed cf or when shire Ers no (urtiier eeonomie benefits 
or service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of 
an intangible asset is determined as the dtffcrente between the sales proceeds and die carrying sralue and is 
recognised in the Statement of financial Performance. 


4 INVESTMENT PROPERTY 

d.i INITIAL RECOGNITION 

Investment property includes property (bnd or a building, or part of a budding, or both land or buildings held 
under a finance lease) held to earn rentals and/or for capital appredaticn, rather than held to meet service 
doiivury objectives, the production or supply of goods or services, or the sale of an asset in the ordinary course 
of operations. 


At initial recegnition. the municipality meaiutcs investment property at cost Including transaction costs once it 
meets the definition of Investment property. Hovrever. where an Investment property vras acquired through a 
non-exchange transaction (l.e. where it acquired the investment property for no or a nominal value), its cost is its 
fair value as at the date of acquisition. 


The cost of self-constructed investment property Is the cost at date of completion. 


4,2 SUBSEQUENTMEASUREMEfTT- 
COST MODEL 

Investment property is measured using the cost model Under the cost model, investment property is carried at 
cost less any accumulated depreciation and any accumulated impairment losses. 


Depreciation is calculated on tha depreciable amount, using the straight-line method over the estimated useful 
lives of the assets. Components of assets that arc significant in relation to the v;holc asset and that have different 
useful lives arc depreciated separately. The annual depreciation rates are based on ihefeHov/ing estimated 
average asset lives: 


Investment property 

4.3 SUBSEQUENTMEASUREMENT-EAIR 
VALUE MODEL 

Investment property Is measured using the fair value model. Under the fair value model, investment property is 
carried at its fair value at the reporting date. Any gain or loss arising from a change in the fair value of the 
property is included In surplus or deficit for the period in which it arises. 



NON-CUBRENT ASSETS HELD fOB SALE 


S.l INITIAL RECOGNITlOtJ 

Non-currsnt a:set: and disposal E'Qups arc ciassiHcd ai held for sate if their earring amount wilt be recovered 
through a sale transaction ratlicr than through continuing use. This condition Is regarded as met only when the 
sale is highly crobablc and the asset (or disposal group) uavaBabletor immediate sale in its present condition. 
Management must be committed to the sale, which should be eipected to qualify for recognition as a completed 
sale within one year from the date of classiitcation. 


5.2 SUBSEQUENT MEASUBEMENT 


Non-current assets held for sale (or disposal group) arc measured at the lower of carrying amount and fairvalue 
less costs to sell. 


Anon-current asselis not depreciated (or amortised) while it is classified as held for sale.orvrhile it is part of a 
disposal group classified as held for sale. 


Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are 
recognised in surplus or deficit. 

INVENTOniES 

6.1 INITIAL RECOGNITION 

inverttories comprise current assets held for sale, consumption or distribution during the ordinary course of 
business. Inventories are initialiy recognised at cost. Cost generally refen to the purchase price, plus taxes, 
transport costs and any other costs in bringing the inventories to their current locatioti and condition. Where 
Inventory is manufactured, constructed or produced, the cost includes the cost of labour, materials and 
overheads used during the manufaeiuting process. 


Where inventory Is acoulrcd by the municipality for no or nominal consideration (i.e. a non-exchange 
iQnsaeiton), the cost is deemed to be equal to the fairvalue of the item on the date acquired. 


6.2 SUBSEQUENT MEASUREMENT 


Inventories, consisting of consumable stores, row materials, worl.-ln-procrcss and finished goods, arc valued at 
the lower of cost and net realisable value unless they arc to be distributed at no or nominal charge, in which case 
they aro measured at the lower of cost end current replacement cost. Redundant and slovr-moving inventories 
are Identified and written dovm Irt thb vray. Differences arising on the valuation of Inventory arc recognised in 
the Statement of Finanelel Performance irs the year in which they arose. The amount of any reversal of any write- 
down of inventories arising from an increase in net realisable value or current replacement cost is recognised as 
a reduction in the amount of invoniotics recognised as an expense in the period in which the reversal occurs. 


The eanying amount of inventories is recognised as an expense in the period that the inventory was sold, 
distritauled. written off or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 


In general, Die basis of allocating cost to inventory items is the the weighted average method. 


FINANCIAL INSTRUMEffTS 
7,1 INITIAL RECOGNITION 

Financial Instruments arc inlitaliy recognised at fair value. 
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7.2 SUBSEQUENT MEASUREMENT 

Firan.', 1 Assets are calejoriscd accordinjloshcir nature as either financial assets at fair value throujh prcHtor 
iass, keid-lo maturiiy. loans and receivabies. or avaiiable for sale. Financial liabilities are categorised as either at 
lair value through prolilor toss or (inancialUabilrtics carried at amortised cost ("other"). The subsequent 
measuiEmcnl of financial assets and liabiitties depends on this categorisation artd. in the absence of an approved 
GRAP Standard on Financial Instruments, is in accordance vrith IAS 39. 


7.2.1 INVESTMENTS 

Investments, v/iiich include listed EOvernmeM bonds, urslisted municipal bonds, fixed deposits and short-term 
deposits invested In registered commercial banks, arecategotisedaswdicr hdd-to-maluritvv/here the criteria 
for that categorisation are met, or as loans and rttcctvables, and are measured at amortised cost. V/here 
investments have been impaired, the carryingvaluc is adiusted by the impairment loss, which ts recognised as an 
expense h the period that the impairment is Identified. Impairments are calculated as being the difference 
behveen the carrying amount and the preseitl value of the expected future cash flows flowing from the 
instrument. On disposal of an Investment, the dilfcrence between the net disposal proceeds and the carrying 
amount is charged or credited to the Statement of Financial Performance. 


7.2.2 TRAOe AND OTHER RECEIVABLES 


Trade and other receivables are categorised as flnancial assets; loans and receivabies and are initially recognised 
at fair value and subsequently carried at amortised cost. Amortised cost refers to the Initial carrying amount, plus 
interest, less repayments and Impalrmonu. At> estimate is made for doubtful receivables based on a review of all 
outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that the debtor will 
enter bankruptcy or (manclal reorganisation, and default or delinquency in payments (mote than SOdays 
overdue) are considered indicators that the trade receivable is Impaired. Impairments arc determined by 
discounting expected future cashflows to their present value. Amounts that are receivable v/ithin 12 months 
from the reponing date are classiFied as current. 


An Impairment of trade receivables is actounicd for by reducing the carrying amount of trade receivables 
through the use of an allowance account, and the amount of the loss is recognised in the Statement of Financial 
Performanea witiiin operating expenses. When a trade receivable is oncellceliblc, it is written off. Subsequent 
recoveries of atnounts previously written off are credited against operating expenses in the Siaicmcni of 
Financial Performance. 


7.2.3 TOAOS PAYABLES AND 
DORROWINC5 

Financial liabilities consist of trade payables and borrowings. They arc eategorised as financial liaibilitics held at 
amortised cost, are intitlally recognised at fair value and sobsequenily measured at amortised cost which is the 
initial carrying amount, lass repaymenu, plus interest. 


7.2.<1 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with tanks (including call deposits). Cash equivalents 
are short-term highly liquid investments, readily eonvcrtibic into known amounts of cash, that arc held with 
registeted banking institutions with maturities of three months or less and ate subject to an insignificant risk of 
change In value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks, net of bank ovcMfrafts.The municipalitv caicgoriscseash and cash equivalents 
as financial assets: loans and receivables. 


Bank overdrafts arc recorded based on the faciHiy utilised, finance charges on bank overdraft are expensed as 
incurred. Amounts owing in respect of bank cverdtafts arc calcgcirised as financiai liabilities; other financial 
liablllifis carried at amortised cost. 
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B INVESTMENTS IN ASSOCIATES 

An a:5D:i3le is an entiiy in which the investor has s'lmficant infioentc and which is neither a controlled entity 
nor a Joint venture oJtl.e investor. Significant influence is the pswrer to participate in the financial and operating 
policy decisions of the investee, but is not control over those poDsles. The municipality eKercises judgement in 

the context of ail available information to determine if it has significant influence over an investee. 


The equity method involves recognising the invcstmentinitially at cost, then adjusting for any change in the 

investor's share of net asscis of the associate since it acquired it. A single line-item in the Statement of Financial 
Performance presents the investor’s share of the associate's surplus or deficit for the year. 


The municipality commences accounting lor an investment In an associate from the date that significant 
influence exists and discontinues the application of the equity mcdiod when it no longer has significant influence 
over an associate. Investments that are retained In whole or in part are subsequently accounted for In 
accordance with the accounting policies on subsidiaries, joint ventures or financial instruments depending on the 
nature of the retained investment. 


The municipality uses the most recent available financialsiatcmcnlsofthe associate in applying the equity 

method. Where the reporting periods of die associate and the municipality are different, separate financial 
statements for the same period are prepared by the associate unless it is impracticable to do so. When the 
reporting dates are different, the municipality makes adjustments for the effects of any significant events or 
transactions henveen the investor and the associate that occur between the different reporting dates. 
Adjustments arc made to ensure consistency between the atcounUng policies of the associate and the 
municipality. 


9 UNAUraoniSED EXPENDITUPS 

Unauthorised expenditure Is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an alloeation received from another sphere of government, municipality erorgan of state and 
expenditure In the form of a grant that is not permitted in terms of the Municipal Finance Management Act jAct 
N 0 .S 6 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance and whore recovered, it is subsequently accounted fer as revenue in the Statement of Financial 
Performance. 
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’0 IRREGULAR EXPENDITURE 

irfOEular B»pend(tufc is eipcncliturt that is conwar/ w (he MooicipaJ Finance Management Act (Act Ko36 of 
:0D3), ihc Municipal Systems Act (Acs No32 of 2000}, the Public Office Bearers Act {Act No. 20 of 1898) or is in 
coatraventian of the Municipality's supply chain management poiicv. Irregular cxpenciilure excludes 
unauthorised opcnditurc. IrrcEuiat erpenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 


11 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruilicss and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure b accounted for as expenditure in the 
Statement of Financial Performance and where tccovcied. it is si^sequentiy accounted for a: revenue in the 
Statement of Financial Performance. 


12 PROVISIONS 

Provisions arc recognised when the munkipalily has a present or constructive obHgation as a result of past 
events, it Is probable that an outflow of resources embodyirsE economic bcnefilsvinll be required to settle the 
obligation and a reliable estimate of the provision can be made. Provisions ate reviev/cd at reporting date and 
adjusted to reflect the current best estimate. Where the effect is material, non-cortent provisions arc discounted 
to their present value using a pre-tax discount rate that reflects the market's current atsessment of the time 
value of money, adjusted for risks specific to thcliabUrty {for example in the ease of obligations for the 
rehabilitation of land). 


The munitipahty docs not recogtstse a contir>|onUl8biHly or contingent asset. A contingent liability is disclosed 
unless the possibility of an outflow of rcsourtes embodying economic benefits is remote. A contingent asset is 
disclosed where an inflow of economic benefits is probable. 


Future events that may affect the amount required to settle an obligation arc rcfleetcd in the amount of a 
provision where there is sufficient objective evidertee that they will occur. Cains from the expected disposal of 
assets arc not taken into account in measuring a provision. Provitions arc not recognised (or future operating 
tosses. The present obllgatiorv under an onerous centQci is recognised and measured as a provision. 


A provision (or restructuring costs is recognised only when the following criteria ever and above the recognition 
criteria of a provision have been met; (*) The municipality has a 

detailed formal plan for the restructuring identifying at least: -the business or pan of a 

business concerned; * the principal locations affected; 

• the location, function, and approximate number of employees who will be compensated for terminating their 
services; -the expenditures that 

v;lll bo undertaken; and • when the plan will be implemented; 

and 


(b) The municipality has raised a valid cxpceiaiion In those affected that it will carry out the restructuring by 
starting to Implement that plan or announcing its main features to those affected by it. 


la LEASES 

13.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of 
an asset are transferred to the municipality. Property, plant and eqoipnwntorintangible assets subject to 
finance lease agreements arc initially recognised at she lov/er of the asset's fair value and the present value of 
the minimum lease pavmcnis. The corresponding liabilrtics are InKially recognised at the Inception of the lease 
and are measured as the sum of the minimum lease payments due in terms of the lease agreement, discouitted 
for the effect of interest. In discoutsling the lease payments, the murt'icipality uses the interest role that exactly 
discounts the lease payments and unguaranteed residual value to Uie fair value of the asset phis any direct costs 
incurred. 
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Subsequent la initial recosnition, the leased assets are accounted forin accordance with the Slated occountinE 
policies applicable to property, plant, equipment or intangibles. The lease liability Is reduced by the lease 
payments, which are allocated between the lease Rnance cost and the capital repayment using the effecthrt 
inlorest rate method. Lease finance costs are expensed v;hcn incurred. The accounting policies relating to 
dcrccognitian of financial instruments arc applied to lease payables. The lease asset is depreciated over the 
shorter of the asset’s useful life or the lease term- 


operating leases arc those leases that do not iatl v/ithin the scope of the above definition. Operating lease 
rentals are accrued on a straight-line basis over the term of the relevant lease. 


13 2 MUNICIPALITV AS LESSOR 

Linder a finance lease, the municipality recognises the lease payments to be received in terms of a lease 
BErcement as an asset (receivable}. The receivable is calculated as the sum of aH the minimum lease payments to 
be received, plus any unguaranteed residual accruing to thcmunUpality, discounted at the interest rate implicit 
in the lease. The receivable Is reduced by the capital portion of the lease inslaiments received, with the Interest 
portion being recognised as interest revenue on a time proportionate basis. The accounting policies relating to 
derecognition and impairment of financial instruments arc applied to tease receivables. 


Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 


14 REVENUE 

14,1 REVENUEfROMEXCHANGETRANSACnONS 

Revenue from exchanBc transactions refers to revenue that accrued to the municipality directly in return for 
services rendered / goods sold, the value of which approximates the consideration received or receivable. 


Service charges tBlatlng to eteeirieity and water are based on consumption. Meters arc read on a quarterly basis 
and are rceognised as revenue when invoiced. Provisional estimates of consumption arc made monthly when 
meter readings have not been performed. The provisional estimates of consumption are recognised as revenue 
when invoiced. Adjustments to provisional estimates ©1 consumption are made in the invoicing period in which 
meters have boon road, These adjustments arc recognised as revenue in the invoicing period. 


Revenue From the sale ol electricity prepaid meter cards is recognised at the point ol sale. 


Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved 
tariff to each property that has imprevcmcnts.Tariffs arc determined per category of property usage, and arc 
levied monthly based on the recorded number of refuse containers per property. 


Service charges from sev/erago and sanitation are based on the number of sewerage connections on each 
developed property using thetatilfs approved from Counciland are levied monthly. 


Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of faciliiies and equipment is recognised on a straight-line basis over the term of the 
lease agreemem. 


Dividends are recognisDCi on the date that the Municipality becomes entitled to receive the dividend. 
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Revenue arising from the aoplicalion of the approved tariff of charge: is recognised when the relevant service b 
rendered by applvtng the relevant gazetted tariff. This indudes the issuing of licences and perrmts. 


Revenue from the sate of goods is recognised when substandally all the risks and rewards in those goods is 
passed to the cortsumcr. 


Revenue arising out of situations where the municipalilv acts as an agent on behalf of another entity (the 
principal) is limited to the amount of any fee or commission payable to the municipality as compensation for 
executing the agreed services. 


H.2 REVENUE FROM NON-EXCHANGE TOANSAaiONS 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from 
another entity without directly giving approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the the related receipt or receivable qualifies for 
recognition as an asset and there Is no liability to repay the arrteunt. 


Revenue from property rates Is recognised when the legal entitlement to this revenue arises. Collection charges 
are recognised when such amounts are legally enforceable. Penatty interest on unpaid rates is recognised on a 
time proportionate basis. 


Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised v/hen 
payment is received, together with an estimate of spot fines and summonses that vrill be received based on past 
experience of amounts eoiiccted. 


Revenue from public contributions and donations is recognised vihen all conditions associated vrith the 
contribution have been met or where the contribution is to finance property, plant and equipment, v/hen such 
items of property, plant and eouipment qualifies for recognition and first becomes available for use by the 
munteipality. Where public eonlributions have been received but the municipality has not met the related 
conditions, a deferred Income (liability) is recognised. 


Contributed property, plant and equipment is recognised when such items of property, plant and equipment 
qualifies for recognition and become available for use by the municipality. 

Revenue from the reeaverv of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out lit the Municipal Finance Managoraent Act (Act No.Sfiof 2003) and is 
recognised whan the recovery thereof from the responsible councillors or officials is virtually cenain. 


Id. a GRANTS, TRANSFERS ANO 
DONATIONS 

Grants, transfers and donations received or retcrvablc arc recognised when the resources that have been 
transferred mast the criteria for recognition as an asset. A eortesponding liability is raised to the extent that the 
grant, transfer or donation is conditional. The liability is iransfcrrcd to revenue as and when the conditions 
attached to the grant are met. Grants without any conditions attached are retegnised as rcvoituc when the asset 
Is recognised. 


15 QORROVVING COSTS 

fiorrowing costs that arc directly asiributabic to the acquisition, construction or production of qualifying assets 
arc capitalised to the cost el that asset unless it is inappropriate to do so. The municipality ceases the 
capitalisation of borrovring costs whert substantially all the activities to prepare the asset for its intended use or 
sate arc complete. It Is considered inappropriate to capitalise borrowing costs v/here the link between the funds 
borrowed and lire capital asset acquired cannot be adequately established. Borrowing costs Incurred other than 
on qualifying assets arc recognised as at> expense in surplus or deficit when incurred. 
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16 COIJS1 RUCTION CONTRAQS AND RECEIVABLES 

Where the outcome oF a constructlcnconuact can be estimated reEably. contract revenue and costs arc 
recognised by reference to the stage of completion of the contract activitv at the reporting date, as measured by 
[the proport/on ihci coniroct costs inairrtii for work performed to liote bear to the estimated lolol contract costs 
OR joA-cys of work done OR completion of a physical pioportlon of the contract work]. 


Variations in contract v/ork. claims and incentive payments are included to dte extent that they have been 
agreed with the customer. 


When the outcome of a construction contract cannot be estimated reOably, contract revenue is recognised to 
the extent that contract cost> incurred arc recoverable. Contract costs are recognised as an expense in the 
period in which they arc incurred. 


When it is probable that total contract costs sviil exceed total contract revenue, the expected loss is recognised 
as an expense immediately. 

17 IMPAIRMENT OF ASSETS 

The munlcipalily assesses at each reporting dalevvhcthcrtherc is any indication that an asset may be impaired. 
If any suth indication exists, the municpality estimates the recoverable service amount of the asset. 


Irrespective of wiiclhcr there Is any indication of impairment, the municipality also: 

-tests intangible assets with an indefinite useful life or intangible assets notyciavadable for use for impairment 
annually by eomparlng its carrying amount with its recoverable amount. This impairment test is performed 
during the annual period and at the same time every period. 


If there is any Indication lisat an asset may be impaired, the recoverable service amount is estimated for the 
individual asset. If It Is not possible to estimate the recoverable service amount of the itrdividual asset, the 
recoverable service amount of the cash-generating unit to which the asset belongs is determined. 


Tile recoverable service amouist of an asset or a cash-generating unit is the higher of its fair value less costs to 
sell and Its value In use. 

if the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its rceovcrabtc service amount. That reduction Is an Impairment less. 


An Impalrmertt less of assets earners at cost less arty accumulated depreciation or amortisation is recognised 
Immediately In surplus or deficit. Any impairment loss of a revalued asset is treated as a revaluation decrease. 


An impairment loss Is recognised for cash-generating units if the recoverable service amount of the unit is less 
than the carrying amount of the unit. The impairnsent loss is allocated to reduce the carrying amount of the 
assets of the unit as follows: 

-to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 


A municipality assesses at each reportirsg date whether there is any indication that an impairment loss 
recognised in prior periods for assets may tso longer exist or may have decreased. If any such indication exists, 
the recoverable service amounts of those assets arc esiirssated. 


The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have beets determined had noimpairmcrit lass been recognisedfor the asset in 
prior periods. 


A reversal of an Impairment loss of assets carried at costless accumulated depreciation or amortisation is 
recognised immediately in surplus or deficit. Arty reversal of an impairment tossof a revalued asset is treated as a 
revaluation increase. 



WIUTALE LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
30 June 2010 


2010 2009 

Note R'OOO R'OOO 

2 CASH AND CASH EQUIVALENTS 
Cash and cash equivalents consist of the following: 


Cash on hand 

8,431 

1,887 

Cash at bank 

106,226 

17,057 

Call deposits 

114,657 

18,944 

The Municipality has the following bank accounts: - 

Current Account fPrimarv Bank Account! 

FNB Bank Limited - xx Branch: Account Number 5466008 3097 

Cash book balance at beginning of year 

(86,181) 


Cash book balance at end of year 

105,183 

(86,181) 

Bank statement balance at beginning of year 

301,740 

1,633,401 

Bank statement balance at end of year 

86,753 

301,740 

Current Account (Other Account) 

FNB Bank Limited - Branch; Account Number 6204718255 

Cash book balance at beginning of year 

17,057 

3,536 

Cash book balance at end of year 

1,043 

17,057 

Bank statement balance at beginning of year 

17,057 

3,536 

Bank statement balance at end of year 

1,043 

17 057 

Cash on hand 

Total cash and cash equivalents 

8,431 

1,887 


86,181 


Total bank overdraft 





TRADE AND OTHER RECEIVABLES FROM 


Provision for Doubtful 


3 EXCHANGE TRANSACTIONS 

Gross Balances 

Debts 

Net Balance 

Trade receivables 

R’OOO 

R'OOO 

R'OOO 

30 June 2010 




Service debtors 




House hold 

2,773,830 

2,191,325 

582,504 

Business 

1,056,191 

591,467 

464,724 

Provisional 

922,016 


922,016 

National 

19,221 


19,221 

Industrial 

15,348 


15,348 

Sundry 

751,987 

421,113 

330,874 

PBO 

6,881 


6,881 

Total 

5,545,474 

3,203,905 

2,341,569 

30 June 2009 




Service debtors 




Consumer debtors 

6,575,626 

5,664,190 

911,436 

Total 

6,575,626 

5,664,190 

911,436 

A^ein^ 




Current (0-30 days) 


36491.73 

202,352 

31 - 60 Days 


126042.76 

409,889 

61-90 Days 


277283.83 

597,768 

91-120 Days 


120826.87 

1,030,622 

121-365 Days 


330295.41 

3,189,012 

+ 365 Days 


479204S.S 

1,145,983 

Total 

: 

5,682,989 

6,575,626 

3.1 Reconciliation of the doubtful debt orovision 




Balance at beginning of the year 


5,664,190 

4,489,538 

Contributions to provision 



1,174,652 

Doubtfui debts written off against provision 


(1,090,926) 


Reversal of provision 


(1,369,359) 

- 

Balance at end of year 


3,203,905 

5,664,190 


4 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 



Insurance claims 

Subsidies 

Road reinstatements 

Unauthorized expenditure (see Note 50.1) 

Other debtors 

Prepayments (if not material) 

368,706 

502,240 

Total Other Debtors 

368,706 

502,240 


5 INVENTORIES 



Closing balance of inventories: 

806,153 

1,122,561 

Consumable stores 

51,655 

259,745 

Maintenance materials 

726,163 

862,817 

Water 

28,335 







Mutate Local Municipality 
NOTES TO THE FINANANCI/U- STATEMENTS 
30 June 2010 


6 PROPERTY. PLANT AND EQUIPMENT 


6.1 Reconciliation of Carrying Value 

30 June 2010 

Land 

R'OOO 

Infrastructure 

R'OOO 

38.023,636 

Community 

R'OOO 

1,533.622 

Other Assets 

R’OOO 

3,627.668 

Finance lease 

assets 

R’OOO 

643.797 

Total 

R’OOO 

43.734.722 

CosURevalualion 


45,692.316 

2,059.089 

11,004,960 

898,321 

59,654,686 

Accumulated depreciation and impairment losses 

- 

(7.662.6801 

(525.4671 

(7,477,292) 

(254,524.41) 

(15.919.964) 

Acquisitions 


130,606 

1.101.440 

92.461 


1.324,507 

Capital under Construction 

- 

10.079,510 

- 



10,079,510 

Depreciation 

- 

(1.128,919) 

(348.190) 

(1,007,978) 

(179,664) 

(2,664,751) 

Devaluation of municipal road 


(561,598) 




(561,598) 

Disposal 




(897.392) 


(897,392) 

Carrying value of disposals 

- 

46.549.232 

2.286.872 

1,714.759 

464.133 

51,014,996 

Cost/Revaluation 

- 

53.380.737 

3.160.S29 

8.307,341 

898.321 

65,746,927 

Accumulated depreciation and impairment losses 


(6.831.504) 

(873,657) 

(6,592,582) 

(434.189) 

(14,731,931) 


Mutalo Local Municipality 





NOTES TO THE FINANANCIAL STATEMENTS 






30 June 2010 






Land 

Infrastructure 

Community 

Other Assets 

Finance lease 

Total 

6.2 Reconciliation of Carrying Valuo 





assets 



R'OOO 

R’OOO 

R'OOO 

R’OOO 

R’OOO 

R'OOO 

30 June 2009 

. 

6.648.602 

1,560.106 

4,526.293 

823,461 

13,558,483 

Cost/Revaluation 

15.127.937 

23.393.943 

3.652,017 

12,536.255 


54,710,152 

Correction of error (note ) 

(13.765.965) 

(9.647,682) 

(1.845,039) 

(2.132.168) 

898,321 

(26,492,532) 

Accumulated depreciation and lmpairmer>t losses 

(1.361.972) 

(7.097.659) 

(246.872) 

(5,877,794) 

(74,860.12) 

(14.659.157) 

Acquisitions 


1.137.842 

73.834.76 

314,696 

. 

1,526,373 

CapItBl under Construction 

. 

22.165.760 

- 

• 

- 

22,165,760 

Depreciation 

- 

(1,014.078) 

(100.319) 

(1,313,322) 

(179,664) 

(2,607,383) 

Carrying value of disposals 


38.029.636 

1.533.622 

3.527.668 

643,797 

43.734,722 

Cost/Revaluation 

. 

45.692.316 

2.059.089 

11,004,960 

698,321 

59.654.686 

Accumulated depreciation and impairment losses 

- 

(7.662.680) 

(525,467) 


(254.524) 

(15.919.964) 


6,3 Compensation received tor losses on property, plant and equipment- included in operating surplus 

351.966 

351.966 


Other assets 



MUTALE LOCAL MUNiCIPALITY 
NOTES TO THE ftNANANCIAl STATEMENTS 
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Note 

ZOlO 

2009 


R'OOO 

R’OOO 

7 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 



Trade creditors 

7,755.305 

8,871,4.12 

Payments received in advance 

57,155 


Retentions 

2,827,224 

2,048,624 

Staff leave accrual 

2.904.737 

2,659,252 

Accrued interest 



Other creditors 

9,679,575 

6,890,662 

Total creditors 

23,224.037 

20,479.981 

The fair value of trade and other payables approximates their carrying amounts. 




8 CONSUMER DEPOSITS 

Electricity and Water 

397,988 

327,862 

Total consumer deposits 

397,988 

327.862 

9 VAT RECEIVABLE 

VAT receivable 

4,547.466 

3.352,857 


VAT 1: payable on the invoices basis. 


ID UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

10.1 Unspent Conditional Granufromothcr spheres of Government 
MIG Grants 
MSIG 
PMG 

Vhembe District Munlelpalitv 
National Lottery 

Total Unspent Conditional Grants and Receipts 


6,087,179 

1.108,804 

330,000 


317 


. 

9,248,891 

1.227.722 

1.227.722 




7.645,217 

11,665,416 




11 BORROWiNGS 


Other borrowings 



1,935.033 

2.334,012 




1.935,038 

2,334,012 

Less : Current portion wonsierred to current iiabilities 



(257,334) 

(354,452) 




(257,324) 1 

(394,432) 

Tola! borrowings 



1,677.704 

1,939,580 

Refer to Appendix A for mote detail on borrowings. 





12 FINANCE LEASE LIABILITY 









Prcscntvaluc 

30 June 2010 

Minimum lease 


Future finance 

of minimum 


payment 


charges 

lease payments 

Amounts payable under finance leases 

R'OOO 


R'OOO 

R'OOO 

Within one year 


275,593 

83,751 

191,842 

Within two to five years 


439.894 

46,847 

443,047 



765,486 

130.598 

634,889 


Less: Amount due for seltlement within 12 
months (current portion) 


191,842 


443,047 


The auciSE* 1^3*6 *5 months. 

Repayment terms escalate at lOH per 
annum. No arrangemenu have been 
entered into for contingent rent. 
Obligations under finance leases ore 
secured by the lessor's title to the leased 
asset. Liability will be fully paid by 2014. 


30Jun8 20l}9 

Amounts payable under finance leases 


Minimum lease 
payment 
R'OOO 


future finance 
charges 
R'OOO 


Present value 
of minimum 
lease payments 
R’OOO 


Within one year 
Within two to five years 


250,539 109,109 

765,486 142,854 

1.016,025 251.964 


141.429 

622,632 

764,061 


Less: Amount due for settlement within 12 
months (current portion) 


141.429 

622,632 


The average lease term Is 60 months. 
Repayment terms escalate at lO^i per 
annum. No arrangements have been 
entered Into for eontingcrit rent. 
Obligations under finance leases are 
secured by the lessor’s title to the leased 
asset, liability v/ill be fully paid by 2014, 



13 PROPERTY RATES 


Actual 


Prepert rates 

753.922 

789,018 

Total property rates 

Property rates - penalties imposed and collection charges 

763,922 

789,018 

Total 

763,922 

789,018 

V.ihiatlnns 

Residential 

4,893,835 

4,893,835 

Commercial 

146,800,090 

146,800,090 

State 

52.719.120 

52.719,120 

Church 

11.278.COO 

11,278,000 

Total Property Valuations 

215.891,045 

215.691,045 


Valuations on land and buildings are 
performed every four years. The last 
valuation came into effect on 1 iuly 200B. 


A general rate of R0.004 is applied to 
business and R0,002 Is changed to 
household. Rebates of SOfi Is granted to 
residential owners. Rates are levied on an 
monthly basis on property owners. 

14 SERVICE CHARGES 

6.079,805 652.562 

197.855 134,295 

210.247 149,273 

6.487.911 936,130 


Sale of electricity 
Sale of water 
Refuse removal 

Sewerage artd sanitotion charges 
Total Service Charges 


IS RENTAL OF FACIUTieSANO EQUIPMENT 


Rental of faelllllcs 
Total rentals 


70.323 33,605 

70.323 33,605 


16 INTEREST EARNED • EXTERNAL INVESTMENTS 


Banlt 

Total Irtteresl 


94.041 384,030 

94.041 384,030 





17 INTEREST EARNED • OUTSTANOiNG RECEIVABIES 


Consumer debtors 
Totaiintcrcst 


18 GOVERNMENT GRANTS AND SUBSiOlES 

Equitable share 

MIG Grant 

MSIG 

VDM 

FM6 

LED 

Other Grams 

Total Government Grat>t and Subsidies 

18.1 Equitable Shore 

In terms of the Constitution, this grant is 
used to subsidise the provision of basic 
services to indigent community members. 

18.2 MIG Grant 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - remain liabilities 

18.3 MSIG Grants 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met - remain liabilities 

VDM 

Balance unspent at beginning of year 
Current yearrecalpts 
Conditions met • transferred to revenue 
Conditions still to be met • remain liabilities 

FMG 

Balance unspent ot beginning of year 
Current year recclpu 
Conditions met - transferred to revenue 
Conditions still to be met • remain liabilities 

LED 

Balance unspent at beginning of year 
Current year receipts 
Conditions met • transferred to revenue 
Conditions still to be met • remain liabilities 

19 Other income 
Other income 
Total Other Income 


87.489 

20,638 

87.489 

20,638 


24,576,780 

18,323,102 

5,147,625 

21,725,786 

405,000 

955,738 

23,179,778 

18.229.248 

999.683 

744,806 

147,007 

149,745 


431,146 

54,455.873 

60,559,631 


24,576,780 

18.323,102 

1,183,803 

11,376,589 

10,046.000 

11,538,000 

15,147,625) 

(21.725,7861 

6,087,178 

1.1SS.803 


• 

220,556 

735,000 

735,242 

(405.009) 

(955,793) 

330.000 

• 


9,248,891 

3,639,591 

13.930.849 

23,788,543 

(23,179,7781 

(13,229,2485 

(361 

9,243.891 



244,806 

1,000,000 

500,000 

<999.6335 

(744.8055 

317 


(491.759) 


310,299 


(147.007) 

(149.74S) 

(328.367) 

(491,759) 


1,745.938 

347,095 

1,745,938 

347,095 





20 EMPLOYEE RELATED COSTS 


EmpiDYBC related costs • Salaries and Wagea 

2«,038.502 

32,823,216 

EmployBO related costs • Contributions for UIF. pensions and medical aids 

5.3S7.064 

4,314,404 

Travel, motor car. accommodation, subsistence and other allcv/ances 

:.975,251 

2,195 

Housing beneHts and allowances 

811.140 


Overtime payments 

43B.G54 

2,400 

Performance and other bonuses 

2.574.680 

99,335 

Other employee related costs 

606,239 


Total Employee Related Costs 

35.811.530 

37.841,601 

Remuneration of the Municipal Manager 

Annual Remuneration 

363,736 

338,361 

Performance- and other bonuses 

- 

■ 

Travel, motor car, accommodation, subsistence and other aliowartccs 

186,023 

156,845 

Contributions to UIF, Medical and Pension Funds 

81.515 

75,936 

Total 

631,279 

571,142 

Remuneration of the Chief Finance Officer 

Annual Remuneration 

321.218 

224,105 

Performance- and other bonuses 

- 

■ 

Travel, motor ear. accommodation, subsistence and other allowances 

171,259 

108,031 

Contributions to UIF, Medical and Pension Funds 

72,165 

50,426 

Total 

564.682 

382,562 


Remuneration of Individual Executive Directors 

Corporate Services Technical Services 


R'OOO 

R'OOO 

30 June 2010 

Annual Remuneration 

321.218 

321.21S 

Pcrfprmanee- and other bonuses 

• 

* 

Travel, motor car, aceommodation. subsistence and other allowances 

155,046 

155,046 

Contributions to UIF, Medical and Pension Funds 

72.165 

72.165 

Total 

548.428 

548,428 


Corporate Services 

Technical Services 


R'OOO 

R'OOO 

30 June 2009 

Annual Remuneration 

258,807 

308,695 

Performance- and other bonuses 

Travel, motor ear, accommodation, subsistence and other allowances 

144.041 

144,041 

Contributions to UIF, Medical and Pension Funds 

67.234 

69.410 

Total 

510,082 

522.146 



21 REMUNERATiONOFCOLiNCllLORS 


Execulive Mayor 
Speaker 

E!<eci.';ivs Committee Members 
Councillors 

Councillors’ pension and medical aid contributiotts 

Councillors' allowances 

Others 

Total Councillors’ Remuneration 

22 DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 
Total Depreciation and Amortisatlort 


23 FINANCE COSTS 

Borrowings 
Bank overdrafts 
Total Finance Cosu 

24 BULK PURCHASES 
Electricity 

Total Bulk Purchases 

25 GENERAL EXPENSES 


331.297 

312.569 

265.037 

250,225 

521.750 

492,640 

1,669.555 

1,595,446 

479105.BS 

397692 

1,364,675 

1,376.224 

38.401 

33,234 

4.6S9.900 

4,458.480 


2.664,751 

2,607.333 

2.664.751 

2,607.383 


371,675 

461,137 

151.349 

4,021 

523,024 

465,158 


199,032 

6,030 

199.032 

6.030 


Included irt general expenses ere the following;- 


Advertising 
Audit fees 
Bank charges 
Bursaries 
Cleaning 
Entertainment 
Iftsurence 
Legal expenses 
Levies paid 
Membership fees 
Postage 

Printing and stationery 
Profcsslonel fees 
Rental of office equipment 
Security costs 
Subscribtlon St publication 
Telephone cost 
Training 

Travel and subsistence 
Uniforms & overalls 
Valuation costs 
Other 


26 GAIN / (LOSS) ON SALE Of ASSETS 

Property, plant and equipment 
Total Gain / (Loss} on Sale of Assets 


69,238 

108,399 

1,094,920 

1.579,633 

95,522 

75,398 

75,763 

70,068 

41.689 

- 

9.015 

14,068 

208,530 

153,786 

909,950 

• 

426,122 

244,605 

502,665 

296.116 

6.SBS 

5.399 

234,042 

2.862 

1.342,550 

2,846,362 

169,136 

13Z152 

638,935 

576,391 

5,346 

6,564 

516,908 

691,226 

12,508 

67,696 

269,109 

226.784 

S7S,360 

1,184,211 

820,406 

3,034,509 

8.024,519 

11,317,252 


(545.4241 

- 

(545,424) 

- 



27 CASH AND CASH EQUIVALENTS 


Cash and cash equivalents included in the 
cash flow statement comprise the 
following; 

114,657 18,944 

■ (66,181) 

114,657 (67,237) 


Bank balances and cash 
Bank overdrafts 

Net cash and cash equivalents (net of bank overdrafts} 


UNAUTHORISED, IRREGULAR, FRUITLESS 
AND WASTEFUL EXPENDITURE 
28 DISALLOWED 


28.1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure 


Opening balance 

Unauthorised expenditure current year 

10,316,635 

10,313,555 

Approved by Council or condoned 

Transfer to receivables for recovery 

10,318,635 


Unauthorised expenditure awaiting authorisation 

- 

10.318,635 

28.2 Fruitless and wasteful expenditure 



Reconclllatiort of fruitless and wasteful expenditure 



Opening balance • 

39,020 


Fruitless and wasteful expenditure current year 

Condoned or written off fay Council 

To be recovered - certtlngent asset (see rtole 55) 

39,020 

39.020 

Fruitless end wasteful expenditure awaiting condoncment 

• 

39,020 



28.3 Irregular expenditure 


Reconciliation of irregular expenditure 


Opening fcaiance 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
Transfer to receivables for recovery - not corrdor.ed 
Irregular expenditure av/aillng condonement 


ADDITIONAL DISCLOSURES IN TERMS Of 
29 MUNICIPAL FINANCE MANAGEMENT ACT 

29.1 Contributions to organised local government 

Opersing balance 

Council subscriptions 

Amount paid - current 

Balance unpaid (Included in payables} 

29.2 Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Balance unpaid (included In payables) 


29.3 VAT 

VAT input receivables and VAT output 
payables are shown in note 18. All VAT 
returns have been submitted by the due 
date throughout the year. 

29.4 PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount peld • current year 
Balance unpaid (Included in payabies) 


29.5 Pension and Medical Aid Deductions 
Opening balance 

Current year payroll deductions and Council Contributions 

Amount paid • current year 

Balance unpaid (Included In payables] 


11.665.416 


11.665,416 


11,655.415 


- 

11.665.416 

7.826 


(2.798) 


5,028 

- 


507,286 


1.094,920 

1571 558 

(632,779) 

(1 054 272} 

969,427 

507.286 


856.699 


3,185,536 

3,087,397 

(2.717.588) 

(2,230,898) 

1J24.S46 

856,999 


1.569.409 


7.181.342 

6.727,958 

(4.577.361) 

(5.138.549) 

4,193.390 

1,569.409 



29.6 Councillor’s arrear consumer accounts 


The follov/ing Councillors had arrear 


Outstanding more 

accounts outstanding for more than sn nays 
as at year end: 

30 June 2010 


than 90 days 

R'OOO 

Khakhu MD 

804 

777 

Wekhunguni PD 

36 


Mulaudci NA 

57 


Netshidongoiolwe Nl 

489 


Mudzlelvvana H 


128 

Total Councillor Arrear Consumer Accounts 

30 CAPITAL COMMITMENTS 

1386 

905 

30.1 Commitments In respect of capital expenditure 

- Approved and contracted for 

6.409346 

7,854,629 

Infrastructure 

1 6.409.246 

i 7.854,629 


Total 

This expenditure svili be financed from; 

6.409,246 

7,854,629 

- Externa! Loans 

• Government Grants 

• Own resources 

• District Council Grants 

6,409,246 

7.854,629 


6.409,246 

7,854,629 


31 RETIREMENT CSNEFIT INFORMATION 

31.1 DeflnGd contribution plan 

Amount was contributed by Courteil in 
respect of Councillors end employees 
pension fund have been expensed and arc 
Included In the statement of flnanelel 
performance. 


32 CASH GENERATED BY OPERATIONS 


Surp!us/(dsficil) for (lie year 

Adjustment for:- 

11.421,265 

2,239,220 

Depreciation and amortisation 

2.664.751 

2.607.3B3 

Provision for bad debt 

(1.359.359) 

4.4.13.479 

(Gain) / loss on sale of assets 

645.424 


Contribution to provisions - curreni 

561.568 

- 

Inlercst earned 

(181.530) 

(404,667) 


Operating surplus before worhing capital changes: 

13,642,149 

8, 685,415 

(lncrease)/d&crsase in inventories 

316.408 

(877.918) 

(Increasoj/dccrease in trade receivables 

1.030.152 

376.440 

(!ncrease;/decrease in other receivables 

123.534 

1,085,042 

(incraaseVdecrease in VAT receivable 

(1.194,605) 

(2,986,376) 

lncrc3se/(dccreasc) in conditional grants and recegois 

(4.979.726) 

(1,097,819) 

lncreasc/(decrease) in trade payables 

2.744.056 

14,722.390 

Increase/fdecrease) in consumer deposits 

70.126 

116.700 

Cash generated by/(uliliscd In) operations 

11.762.089 

20.223.890 


33 CORRECTION OF ERROR 

During ihs year ended 30 June 2010. errors were discovered relating to the finano^ 
Inlormaiion reported irr Ihe previous financial years The comparative amounts have been 
resialed as follows: 


General expenses • reversal of invoices 

duplicaled 253.283 

Repairs and maintenance - reversal cl 

invoices duplicaled 2.705.640 

Wei effec! on trade and oiher payables (3.005.123) 



34 RISK MANAGEMENT 


34.1 Maximum credit risk exposure 


Ciedil risk consists mainly of cash deposits, cash e-quiralents and trade debtors. The 
municipality only deposits cash with major banks with high quality credit siandaig and hmits 
exposure to any one counter-party. 


Financial assets exposed to credit risk at 
year end vrere as follows'. 

FNB Bank 106,226 

Trade and olher receivables 2.710,275 

2,816,500 1,430,733 

These balances represent the maximum 
exposure to credit rsk. 

34,2 Liquidity risk 

The municipality's risk to liquidity is a result of the funds avaSable to cover future 
commitments. The municipality manages liquidity risk through an ongoing review of future 
commitments and credit facilities. 

Gross finance lease obligations 
Borrowings 

Trade and other payables 
Other 


765,486 

1,935.038 

23.224,037 

8,043,205 

33,967.766 


130,558 

2.334,012 

20,479,981 

11,993,278 

34,937,868 


17.057 

1,413,675 


34.3 Interest rate risk 

As the municipality has no significant interosi-bsanng assets. Uie munieipaliiy's inewne 
and opera^ng cash fows are substantially independent of tdianges in meiVet interest 
rotes. 

3S COMPARISON WITH THE BUDGET 

The comparison of the Municipality's actual fmanciat pertotmance wth that budgeted is set 
out inAnnsxures E(1} 
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